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New Chilean Exchange System 


The International Monetary Fund has approved a pro- 
posal by the Government of Chile to make certain funda- 
mental changes in the country’s exchange system, the 
changes becoming effective on April 16. 

The Fund has also entered into a one-year stand-by 
arrangement under which the Chilean Government may 
purchase up to the equivalent of US$35 million in cur- 
rencies held by the Fund. Other Chilean arrangements 
announced on April 16 provide for credits of $30 million 
from private banks in the United States and an exchange 
agreement with the U.S. Treasury in the amount of $10 
million. These resources are intended to assist the Chilean 
authorities in their administration of an exchange reform, 
accompanied by a comprehensive program of fiscal and 
monetary measures directed toward economic stability. 
A part of this program, in the form of credit controls and 
wage policies, has already been introduced. Other steps 
have been made the subject of legislative proposals that 
are now before the Chilean Congress. 


The new exchange system replaces a complex structure 
of multiple rates and import licensing regulations. It es- 
tablishes an exchange market in which the rate for com- 
mercial imports and exports, government transactions, 
and some invisible transactions will be responsive to 
supply and demand forces. If necessary, the Chilean Gov- 
ernment is prepared to intervene in this market through 
the Central Bank, to avoid excessive variations in the rate 
arising from temporary irregularities in the exchange 
market. There will continue to be a second, although 
lesser, exchange market for other invisible transactions. 

The Fund has emphasized that the continuation of 
vigorous efforts to resist inflationary forces and bring 
about greater economic stability is essential to the success 
of the Chilean program. It expects to remain in close 
touch with the Chilean authorities regarding the new 
exchange system. 

Source: International Monetary Fund, Press Release, 
Washington, D. C., April 16, 1956. 


Fund Report at ECOSOC 


At the 21st Session of the UN Economic and Social 
Council in New York on April 19, 1956, Mr. Ivar Rooth, 
Chairman of the Executive Board and Managing Director 
of the International Monetary Fund, recalling that the 
past year had been marked by many political uncertain- 
ties, stated that, while the world environment does not 
invite complacency, the prevailing tendency on the eco- 
nomic front continues to be favorable, despite many difh- 
culties. Noting that the basic supporting factor in the 
postwar evolution has been the growing volume of the 
world’s supply of dollars, he stated that he was not re- 
ferring to the level of gold and dollar reserves, but to 
the dollars that the world has been able to earn each year 
from the United States or has received from it in the form 
of loans and grants. “At the close of the war this supply 
seemed wholly inadequate. There was general complaint 
of the dollar shortage as if somehow the supply had 
shrunk below its previous peacetime level. But that was 
never a true picture. If U.S. economic aid be included, 
the annual dollar supply was more than double its 1936-38 
volume even in the early postwar years. And that is after 
adjustment for price changes. 


“The shortage was created by an unprecedented demand 
for dollars because the United States, together with 
Canada, constituted the major source of raw materials, 


machinery, and other essentials which a dislocated world 
needed in rehabilitating its economic system. Countries 
were forced into huge deficits in their balance of pay- 
ments because their exporting capacity and the flow of 
investment capital from abroad were wholly inadequate. 
Balance of payments deficits were the only means by 
which the necessary foreign supplies for reconstruction 
could be tapped. The Fund made some substantial sales 
of exchange to its members, but in such a world it was 
out of the question for it to finance the deficits entirely 
out of its own resources. The job to be done called for 
long-term loans and grants on an unprecedented scale— 
not temporary balancing credits. 

“These needs were largely met by the immediate post- 
war loans from the United States and Canada, by Marshall 
Aid, and by other forms of extraordinary intergovern- 
mental assistance. But, even so, the unsatisfied demand of 
the home markets in the devastated countries was so great 
that most wartime controls had to be maintained. 


“Looking back now it is evident that the year 1950 
Although the annual 
dollar supply had been increasing up to that time, the 
world as a whole outside the United States had not been 
adding any of the current flow of dollars to its depleted 
reserves. The dollars acquired had to be used for objec- 


marked a basic turning point. 
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tives of higher priority. But in 1950 the annual dollar 
supply, on the basis of 1948 prices, reached a level of 
almost $20 billion (compared with about $8 billion in 
dollars of the same purchasing power in the three years 
before the war), and a substantial fraction of it was 
added to the reserves of the rest of the world. All major 
areas increased their gold and dollar holdings—partic- 
ularly the sterling area. While subsequently there have 
been ups and downs for particular countries and regions, 
the rest of the world as a whole has each year been able 
to transfer some of the dollar supply to its reserves. Dur- 
ing the entire period 1950-55, nearly $10 billion was thus 
accumulated, 


“Fundamentally, this was made possible by the fact 
that the world had recovered its prewar productive power. 
Though progress was uneven and, particularly in many 
underdeveloped countries, was far short of the goals that 
had been set, the world’s economic machinery was in 
general restored and modernized by 1950. Today, indus- 
trial production is 50 per cent above the prewar level 
in most of Europe outside the Soviet group, and in many 
countries it has risen much more. The ravages and 
dislocations wrought by war have ceased to be the primary 
cause of balance of payments deficits. Most countries 
can now undertake to hold their international purchases 
within the framework of the normal financing that is 
available from their exports and from the investment 
capital they can attract. With U.S. aid continuing for 
military purposes and economic development, many coun- 
tries are able to spend less than their dollar receipts and 
thus add to their reserves. 


“As gold and dollar reserves increase, the need for an 
elaborate apparatus of exchange restrictions diminishes. 
Exchange controls are the instruments of quick action to 
which a country may have to resort when its reserves 
But they 
achieve their immediate results at long-term cost. When 
a country can replace them with credit and fiscal meas- 
ures, it can free its economy and allow it to attain its 
maximum output potentials. Now that for most coun- 
tries the reconstruction emergency has passed, and a 
more flexible relationship with the dollar area has been 
achieved, there has been a great revival of monetary pol- 
icy as the instrument of national and international ad- 
justment. Wherever the balance of payments is not too 


are insufficient to tide over an emergency. 


eravely distorted and there are reserves to carry a country 
over immediate difficulties without exchange controls, the 
economy of the country can be adjusted to its world 
markets by appropriate monetary and fiscal measures. 
lo be sure, it is not always easy to carry such measures 
through. There may be powerful pressures to raise wages 
faster than productivity will permit, or to expand invest- 


ment beyond the limit of the genuine domestic savings 


and foreign financing available. Monetary and fiscal poli- 


cies are time and again forced into compromises with 
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political realities of this sort. But the kind of world that 
has been shaping up since 1950 has steadily increased the 
scope for replacing exchange controls with monetary and 
fiscal measures as the instrument of international adjust- 
ment. In 1955 that scope was further widened by a signi- 
ficant increase in the dollar supply and consequently a 
greater flexibility of the outside world vis-a-vis the dollar 
area. At no time since the war has the opportunity for 
balancing international transactions through appropriate 
policies been so great.” 

In commenting on recent developments, Mr. Rooth 
said that his remarks were not intended to imply that all 
balance of payments difficulties are becoming a thing of 
the past. That could never be in a dynamic world. It 
is necessary only to look at the developments in 1955 to 
see the kind of unevenness that, in varying degrees, will 
always exist. He pointed out that 1955 “was a year of 
active industrial advance with widely varying impact on 
primary producers. Countries that export oil, such as 
Venezuela in Latin America or the major producers in 
the Middle East, fared extremely well. So did those which 
export metals—for example, Mexico, Chile, Peru, and, in 
the overseas sterling group, Rhodesia. Malaya profited 
from the booming rubber market. But at the same time, 
producers of wool, cotton, coffee, cocoa, tea, rice, wheat, 
and other agricultural commodities found their markets 
under pressure. This affected some of the major over- 
seas members of the sterling area. It also bore heavily 
on a number of Latin American countries, although, 
to some extent, increased output limited the impact of 
price decline on their export proceeds. The problems 
of countries producing agricultural exports are the result 
of surpluses in certain commodities and the methods of 
their disposal. The surpluses have occurred notwith- 
standing rising demand for commodities in general in 
the industrial countries. 

“The situation was further complicated in 1955 by the 
fact that many underdeveloped countries, in pushing for- 
ward their investment programs, have found themselves 
from time to time faced with inflationary problems and 
a tendency toward overimporting.” If programs for 
speedy development are pursued, balance of payments 
risks must be assumed. Such risks are a hazard of the 
development process and the Fund is prepared to help 
its members meet it. “No country, however, profits from 
spending itself into a chronic tendency toward balance of 
payments deficit. It cannot throw more resources into 
development than in fact it commands, Excess expendi- 
tures will merely bring runaway prices or intensified 
controls that impede development instead of fostering 
it. The challenge is to solve the day-by-day problem of 
maximizing the real resources that the community can 
create within itself or borrow from abroad. In helping 
countries over the temporary balance of payments emer- 
gencies that may accompany such a program, the Fund 
can play a constructive role. 
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“Even among the industrial countries, there were wide 
variations in 1955. While all increased their output, and 
along with it their purchases of raw materials from the 
primary producers, they differed in their export experi- 
ence, Japan, which was making up for a delayed post- 
war recovery and was successfully restraining its home 
demand, made the greatest advance. Germany was next. 
Both these countries have shown an impressive capacity 
to compete on equal terms with the United States in third 
markets and even in the U.S. market. The continental 
OEEC countries generally scored large gains—particularly 
France, Belgium, the Netherlands, and Italy. But the 
United Kingdom, where there was an unusually strong 
home demand, failed to match its leading competitors 
on the export front. 


“The failure of British exports to keep pace with the 
enlarged import demand, together with certain adverse 
developments in service and capital transactions and some 
shrinkage in the surplus of the rest of the sterling area 
with the non-sterling world, brought sterling under pres- 
sure and impeded the general progress toward converti- 
bility. In the kind of economic world that has been 
developing since 1950, however, the check is only tempo- 
rary—always assuming, of course, that there continues 
to be reasonable stability on the international political 
front. The best evidence of the new economic atmosphere 
is the steadfastness with which the British authorities 
themselves have refused to be driven back along the road 
of exchange restrictions and other direct controls.” 


Mr. Rooth then commented on two qualifying aspects 
of the situation—namely, the role of U.S. aid and of 
exchange controls. About one fourth of the dollar supply 
since 1950 has not come through the ordinary channels 
of trade and international investment, but has been pro- 
vided by the U.S. Government. This has more than ac- 
counted for the additions to dollar reserves in the last 
six years. He asked if the gains in reserves might not 
be wiped out. if such aid were sharply curtailed. He 
called attention to the stability in the flow of U.S. Govern- 
ment payments abroad since 1950. “Mainly this has been 
due to the growth of expenditures on military establish- 
ments; but the grants and loans, which had been a dimin- 
ishing element through 1954, also increased last year. 
The chief factors in the increase were enlarged assistance 
to Korea and Indo-China and the acquisition of foreign 
currencies through sales of agricultural surpluses. In 
order to ensure that current levels of expenditure can 
be maintained, President Eisenhower has requested an 
increase in aid appropriations for the fiscal year 1957. 
He is also requesting additional funds for longer-term 
programs that would extend over the next ten years. While 
there is nothing in the record so far to suggest a severe 
curtailment, it must constantly be borne in mind that the 
extraordinary U.S. Government financing, which has fa- 
cilitated the accumulation of dollar reserves in the rest 
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of the world in recent years, may not continue indefinitely. 

“The ability to accumulate dollar reserves has also 
depended in some measure on the continuance of ex- 
change and trade restrictions; to what extent can never 
be known with certainty. Only by gradually lifting re- 
strictions can it be discovered how much imports will in 
fact be enlarged and, also, how much exports will in 
their turn be stimulated by the generally lower-cost 
economy that results from buying freely in the cheapest 
market. A number of major countries that still retain 
an elaborate machinery of exchange and trade controls 
are, in practice, permitting most of their trade to flow 
in accordance with the market and are experiencing no 
serious balance of payments difficulties. In other cases, 
however, any sudden or drastic liberalization of existing 
controls might run the risk of subjecting the countries 
concerned to an excessive drain on their reserves. 

“The Fund stands ready to assist its members as they 
move toward greater liberalization. The annual consulta- 
tions with members that are still invoking Article XIV 
and the numerous special missions requested by members 
are directed toward this end. Insofar as members are 
not adequately equipped with reserves, the fund is pre- 
pared to supplement their holdings.” 

Not only was the international trade experience of 
various countries and regions quite uneven in 1955; there 
was a similar unevenness in the movement of reserves. 
“France, Germany, Japan, and some of the so-called 
‘dollar’ countries of Latin America made substantial ad- 
ditions to their holdings of gold and foreign exchange. 
Sterling area holdings declined sharply. However, only 
one of the sterling area countries found it necessary to 
draw on the Fund during the past year. Some weeks ago 
Burma drew $15 million. The only other drawings since 
the end of 1954 have been those of the Philippines and 
Iran. A number of countries have made repayments. This 
is a reflection of the generally strong balance of payments 
situation that has developed in the world. Most countries 
with balance of payments deficits have chosen to finance 
them with their own reserves while waiting for corrective 
measures to take effect. They can do so with confidence 
because they know that the Fund stands behind them.” 

Mr. Rooth recalled that the Fund’s readiness to supply 
resources has been considerably clarified in recent years. 
Members have practically complete freedom to draw the 
equivalent of their gold subscriptions to the Fund—what 
is called the gold tranche. And the Fund attitude is 
liberal toward members drawing the next tranche, equiva- 
lent to 25 per cent of their quotas. Iu several recent 
cases, the Fund has, under a waiver, permitted members 
to draw beyond the annual limit of 25 per cent of the 
quota. Furthermore, in the last few years, it has developed 
the technique of assuring members in advance, through 
stand-by credits, of access to a substantial amount of 
Fund resources for a period of six months or a year. 


At present there are such arrangements with. for example, 
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Peru and Chile. The Chilean stand-by credit has just been 
granted. In 1954, a stand-by credit was set up to assist 
Mexico in sustaining the convertibility of its currency. 
The arrangement was allowed to lapse in 1955 after it 
had served its purpose. Other countres have also used 
the technique, and all members know that it is now a 
well-established instrument of the Fund. 

In short, whenever a country is so managing its affairs 
that its balance of payments deficit is likely to prove 
temporary, it can count on access to the Fund’s resources 
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on a flexible and practical basis. The Fund is eager to 
play a continuously more active role in assisting countries 
to settle their international transactions with as little 
recourse as possible to exchange controls. As countries 
move in this direction and as world trade expands, the 
demands upon the Fund will inevitably grow. Drafts will 
be made on a variety of currencies in the Fund’s port- 
folio—not dollars only. The more the Fund succeeds in 
achieving this sort of multilateral world, the more effec- 
tively it can do its job. 


International Finance Corporation 


At the 21st Session of the UN Economic and Social 
Council in New York on April 18, 1956, Mr. Eugene R. 
Black, President of the International Bank for Reconstruc- 
tion and Development, said that he expected the Inter- 
national Finance Corporation to come into being within 
the next few months. The IFC charter requires a mini- 
mum membership of 30 countries, whose capital sub- 
scriptions total at least $75 million, before the Corpora- 
tion can be established. Nineteen countries, whose sub- 
scriptions aggregate over $57 million, have already 
completed the necessary formalities. The amount of 
capital at the disposal of IFC will not be large in relation 
to the world’s needs for the type of financing which it 
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U.K. External Trade in March 


Exports and re-exports (f.o.b.) from the United King- 
dom in March, at £282.9 million, were £23.3 million 
higher than in February and £2.3 million above the pre- 
vious peak reached in October 1955. Most of the increase 
occurred in exports of U.K. produce, which in March 
totaled £269.6 million; the average monthly value of U.K. 
exports in the first quarter of 1956 was 4 per cent above 
that in the first quarter of 1955, and 6% per cent above 
that for 1955 as a whole. Re-exports, which amounted to 
£13.3 million in March, maintained the high level reached 
in recent months. Imports (c.i.f.) increased in March 
by £21.2 million, to £330.3 million; the average monthly 
value of imports for the first quarter of 1956 was 2 per 
cent lower than in the first quarter of 1955, but 1 per cent 
higher than in 1955 as a whole. The adverse trade balance 
was £47.4 million in March, and averaged £57 million 
per month in the first quarter of 1956. In the first 
quarter of 1955 the average monthly deficit was £77 
million; and in the whole of 1955 it was £72 million. 

U.K. exports to North America totaled £30.3 million in 
March; exports to the United States, at £17 million, were 
£0.6 million less than in February, but exports to Canada 
gained seasonally by £1.9 million and amounted to £13.3 
million. In the first quarter of 1956, exports to North 
America were 20 per cent higher than a year ago: exports 


will provide. But IFC will always be investing in private 
capital, and will seek to revolve its own funds as rapidly 
as possible by selling its investments to private interests 
whenever it can do so at a reasonable price. Despite its 
relatively modest capital, it should thus be able to generate 
a substantial flow of investment from other sources. De- 
tailed plans for organization and staffing are being pre- 
pared by the staff of the IBRD, and IFC will be in a 
position to consider investment proposals promptly after 
it comes into existence. 


Source: International Bank for Reconstruction and De- 
velopment, Press Release, Washington, D. C., 
April 18, 1956. 


to the United States were 21 per cent higher and exports 
to Canada 18 per cent higher. 


Source: The Financial Times, London, England, April 13, 
1956. 


French Modernization Plans 


The two Modernization Plans that have been drawn up 
in France since the end of World War II fixed a broad 
target for production in general and detailed targets for 
investment and for production by the main sectors. These 
targets were taken into account in the budgetary appro- 
priations for investment and, in general, in the formula- 
tion of basic economic policies. 

The First Plan initially covered 1947-50, but later it 
was revised and extended to cover the period through 
1952 and to take account of the OEEC plans for Euro- 
pean economic recovery. The Second Plan, covering the 
period 1954-57, is now being carried out. The main tar- 
get of the Second Plan is to increase the national product 
by 25 per cent (an increase of 20 per cent for farm pro- 
duction, 25 per cent for industrial production excluding 
building, and 60 per cent for building). Such an increase 
would permit per capita consumption to increase by 4 per 
cent per year and the postwar ratio of investment to 
gross national product to be maintained. A progress 
report at the end of 1955 emphasized that the production 
goals were well within reach. 


A Third Plan is now being prepared and will be sub- 
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mitted to the National Assembly before Mareh 1, 1957. 
This Plan will cover the period 1957-61 (thus overlapping 
the fourth year of the Second Plan). The longer period of 
five years was selected to extend the coverage of the Plan 
to both the four remaining years of duration of the 
National Assembly (elected for five years in January 
1956) and the first year of the next Assembly. The Plan’s 
target for general production is a 30-35 per cent increase 
by 1961 over current output. The Plan also places special 
emphasis on a general reorganization of agriculture and 
on the creation of decentralized processing industries to 
absorb the manpower released by the modernization of 
agriculture, 


Source: Le Monde, Paris, France, April 11, 1956. 
Production and Employment in Belgium 


Industrial production in Belgium increased by nearly 
9 per cent in 1955, An increase in the volume of invest- 
ment, an expansion of demand for durable consumer 
goods, and an increase in export demand stimulated steel 
production, which rose by 19 per cent. Considerable 
progress was also achieved by the metal-working and 
chemical industries. Activity in the building industry 
continued high, while production in the textile industry 
showed little or no gains. 

As a result of the increase in production, unemployment 
decreased substantially. The average number of regis- 
tered unemployed declined from 225,000 in 1954 to 
172,000 in 1955, and a leading Belgian bank recently 
characterized the situation of the Belgian economy as 
very near to one of full employment. The daily average 
number of unemployed persons increased to 236,000 in 
January 1956; this was almost entirely seasonal in char- 
acter and was mainly in casual unemployment. In Janu- 
ary 1955, the daily average had been 296,000. At present, 
there are actually shortages of manpower in the highly 
industrialized regions of Wallonia, while some “struc- 
tural” unemployment continues in Flanders, where most 
of the textile industry is located. 

Sources: Kredietbank, La Situation Economique de la 
Belgique et du Congo Belge, Brussels, Belgium, 
February 1956; Institut de Recherches Econo- 
miques et Sociales, Bulletin, Louvain, Belgium, 


March 1, 1956. 
Finnish Economic Prospects 


The quarterly survey prepared by the Economic Section 
of the Ministry of Finance in Finland states that at the 
beginning of 1956 it was expected that production in the 
home market industries would increase by about 4-5 per 
cent during the year and that production in the export 
industries would be about the same as in 1955. However, 
at the end of March, in view of the effects of the general 
strike and the prospects for exports of sawn wood and 
plywood, it appears that total industrial production this 
year will be less than in 1955. 
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Foreign demand for paper and woodpulp is still brisk, 
and nearly all of the output expected in 1956 has already 
been sold. On the sawn wood market, however, buyers 
are holding back. At the end of March, sales for later 
shipment had reached 300,000 standards, compared with 
630,000 standards at the same time last year. Demand 
for plywood has also weakened and prices have declined. 


Exports this year are estimated at about Fmk 170 bil- 
lion (US$740 million), compared with Fmk 181 billion 
last year. The report concludes that, even on the assump- 
tion that the invisible items in the balance of payments 
will show a surplus of Fmk 10 billion, it will hardly be 
possible to import more this year than last year without 
reducing foreign exchange reserves. 

Source: Hufvudstadsbladet, Helsinki, Finland, April 11, 
1956. 


German Export Credits 


Credits and financing commitments provided by the 
German Export Credit Corporation (AKA) in 1955 
amounted to DM 535 million, compared with DM 831 
million in 1954, according to the Corporation’s annual 
report. Since the total of funds available (DM 928 mil- 
lion) was nearly exhausted, the AKA could not meet fully 
its obligations arising from an over-all increase in German 
exports; it actually financed only 3.4 per cent of total 
German exports in 1955, compared with 3.9 per cent 
of the total in 1954. However, the AKA report advises 
against additional export promotional measures, since 
overexpansion of the domestic economy might lead to a 
slackening of exports. 


Credits provided between the time that AKA was es- 
tablished in 1952 and the end of 1955 amounted to almost 
DM 2 billion, and financing commitments were a little 
more than DM 1 billion. At the end of 1955, total credit 
commitments were DM 720 million; these included about 
DM 197 million financed by a group of 28 banks through 
so-called “A-Plafond” credits, and DM 484 million 
refinanced from the so-called “B-Plafond” of the Bank 
deutscher Lander. Because of the increase in the discount 
rate from 31% per cent to 444 per cent in March 1956, 
the cost of export credits financed out of the A-Plafond 
has risen from 7 per cent to 8 per cent, and that of credits 
refinanced out of the B-Plafond from 5 per cent to 6 
per cent. By far the largest share (DM 624 million) of 
the credits was utilized to finance exports of capital goods, 
and only DM 96 million to finance exports of consumer 
goods. The average size of individual credits for which 
commitments had been made by the end of 1955 was 
DM 3.72 million for credits financed with A-Plafond funds 
and DM 1.12 million for those refinanced by the B- 
Plafond. 


Source: Handelsblatt, Diisseldorf, Germany, March 30, 
1956. 





Middle East 
Banks in the Middle East 


The Libyan Prime Minister opened the National Bank 
of Libya on March 26. The capital of the bank is L£1.0 
million. half of which is subscribed by the Government 
and half by private capital. 

The Arab Bank. a Jordanian bank with its head office 
in Amman. has recently opened a branch in Baghdad, 
thus bringing the total number of its branches to 33. 
Most of these branches are in Arab countries. Its capital 
is JD 3.5 million, owned by about 2.000 shareholders. 
The bank employs over 1,000 persons. 

The Bank of Cairo, an Egyptian bank with its head 
ofhce in Cairo. recently opened a branch in Amman, 
Jordan. and another in Riyad. Saudi Arabia. 


The Lebanese Council of Ministers has approved the 


establishment of a new Lebanese bank. to be called the 
Bank of Beirut and the Arab States. The founders of the 
bank are 


million 


mainly Lebanese, and its capital is LL 2.0 
Commerce du 


Sources: Le Levant, Beirut, Lebanon. 
March 7, 10, and 17, and April 4, 1956. 


Syrian Foreign Trade in 1955 


The Director-General of Syrian Customs has reported 
that Syria's total imports during 1955 (adjusted for 
the difference between official and free market rates) 
amounted to LS 647 million. Exports (also adjusted for 
the rate difference) Thus, there 
Corresponding 


were LS 532 million. 
deficit of LS 115 million. 
figures for imports, exports, and the deficit in 1954 were 
LS 638 million, LS 554 million, and LS 84 million, re- 
spectively 


was a trade 


Source: Le Commerce du Levant, Beirut, Lebanon. 


March 10, 1956. 


Iraq's Export Duties 


In February, Iraq reduced export duties on barley and 
dates, its major export commodities, from 1244 per cent 
to 10 per cent. Duties on animals, cotton, vegetables, and 
fruits were reduced from 20 per cent to 10 per cent; and 
those on gum tragacanth and some pulses, from 15 per 
cent to 10 per cent. 

Source: Deparment of Commerce, Foreign Commerce 


W eekly, Washington, D. C., April 2, 1956. 


Pakistan's 1956-57 Budget 
The Pakistan Government's White Paper on the 1956-57 


budget, presented to the Constituent Assembly on 
March 15, states that output of major industries in 1955 
was 22 per cent greater than 1954 output; and that pro- 
duction of certain industries exceeded domestic require- 
ments, thus providing surpluses for export. However, 


output of food crops was less than in 1954, because of 
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insufficient rainfall in West Pakistan and floods in East 
Pakistan. In addition to utilizing available stocks, it was 
necessary to import 125,000 tons of wheat and 175,000 
tons of rice to meet the crop deficiency. The acreage 
under both jute and cotton in 1955-56 was larger than in 
1954-55 but, because of flood damage to crops, jute out- 
put rose less than anticipated while cotton output fell 
slightly. 

Influenced in part by the Pakistan rupee devaluation 
of July 31, 1955 (see this News Survey, Vol. VIII, p. 41), 
exports of manufactures rose sharply, while raw jute and 
cotton exports moved faster than in the previous year. 
Total foreign exchange earnings increased from £139 
million in 1954 to £161 million in 1955. Meanwhile, 
because of a restrictive import policy for the July- 
December 1955 period, payments for private imports 
dropped from £87 million to £67 million. Pakistan’s gold, 
dollar, and sterling reserves rose from the equivalent of 
£68 million at the end of 1954 to £87 million at the end 
of 1955. 


The money supply increased during 1955 from 
PRs 3,783 million to PRs 4,367 million, or more than 
15 per cent. In addition to the balance of payments 
surplus, the rise in the rupee prices of export goods follow- 
ing devaluation and the excess of government disburse- 
ments over receipts were important factors influencing the 
increase in the money supply. However, despite the de- 
valuation and the rise in the money supply, prices appear 
to have been fairly stable. Following the devaluation, the 
prices of drugs, medicines, and textiles rose steeply; but 
through reduction of tariffs on drugs and medicines and 
through freer imports, the prices of these goods were 
rolled back by December 1955 to predevaluation levels. 
The rise in food prices that followed the floods of Septem- 
ber 1955 has also been brought under control, with local 
supplies being increased in part by imports. 

The budgetary proposals for the 1956-57 financial year 
indicate that both revenues and expenditures of the Cen- 
tral Government will be slightly higher than in 1955-56. 
Compared with revised estimates of PRs 1,277 million for 
revenue and PRs 1,276 million for ordinary expenditure 
in 1955-56, the estimated revenue and ordinary expendi- 
ture for 1956-57 are PRs 1,310 million and PRs 1,304 
million, respectively. The total estimated capital ex- 
penditure for 1956-57 is PRs 1,274 million, comprising 
PRs 619 million for direct outlay of the Central Govern- 
ment, PRs 530 million for loans and advances to pro- 
vincial governments, and PRs 125 million for expenditures 
from reserve funds. The revised capital expenditure for 
1955-56 was PRs 1,122 million, of which PRs 166.3 mil- 
lion represented payments made to the International 
Monetary Fund and the International Bank for Recon- 
struction and Development following the devaluation, to 
restore the dollar value of their rupee assets. 
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Source: Ministry of Finance, White Paper on the Budget 
of the Government of Pakistan for the Year 
1956-57, Karachi, Pakistan, March 15, 1956. 


Far East 
Indian Food Import Policy 


The Indian Minister of Food and Agriculture has re- 
ported that steps are being taken to build up reserve 
stocks of one million tons each of rice and wheat to meet 
any emergency or inflationary pressures that may develop. 
The stocks would also help to meet increased demand for 
food during the period of the Second Five Year Plan. 
Stocks are to be accumulated through purchases from 
abroad. Accordingly, negotiations with the United States 
for imports of wheat are now pending. The view of the 
Government of India is that the U.S. Government should 
give an undertaking that supplies will be available for 
a certain number of years at prices comparable to those 
prevailing in India. The Minister -also stated that India 
is currently negotiating with Burma for rice imports for 
a period of three to five years in order to build up ample 
buffer stocks. 


Source: Embassy of India, /ndiagram, Washington, D. C., 
April 11, 1956. 


Australian Aid to Ceylon 

Australia has announced three further allocations, to- 
taling £A 750,000 (US$2,418,000), of aid to Ceylon 
under the Colombo Plan. Of this total, £A 150,000 
(US$483,600) is for the establishment of a Rice Research 
Institute and £A 100,000 ($322,400) is for setting up 
an Institute of Hygiene; both will be given in the form 
of flour and provided before September 1956. The third 
allocation, amounting to £A 500,000 ($1,612,000), will 
be in the form of agricultural machinery and other equip- 
ment for irrigation and cultivation projects; it will take 
12 to 18 months to complete the shipment of this equip- 
ment, 

Since the Colombo Plan was initiated, Australia has 
provided Ceylon with about Rs 30 million ($6 million) 
worth of capital goods and equipment. Over Rs 16 million 
($3.36 million) has actually been received by Ceylon; 
the remainder is either on order or in process of being 
acquired, 


Source: Ceylon News, Colombo. Ceylon, March 8. 1956. 


Cost of Living in Saigon 


The general cost of living index, excluding rents, in 
Saigon increased more for working class families (20 
per cent) than for middle class families (15 per cent) in 
1955, since two of the most important components of the 
index, i.e., foodstuffs and clothing, rose considerably 
more for the former group than for the latter. For work- 
ing class families, the foodstuffs index rose by 23.5 per 
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cent, and the clothing index by 30 per cent, between 
December 1954 and December 1955, whereas for middle 
class families, the respective increases were 20 per cent 


and 22 per cent. 


Source: Banque Nationale du Vietnam, Bulletin Econo- 
mique, Saigon, Vietnam, January 15, 1956. 


Japan's Foreign Exchange Budget 

Japan’s foreign exchange budget for the first half 
(April-September) of the fiscal year 1956-57 totals $1,886 
million, an increase of $512 million over the correspond- 
Of the total, 


imports of goods represent $1,543 million (including a 


ing period of the previous fiscal year. 


reserve fund of $50 million) and invisible payments $343 
million ($30 million for the reserve fund). 


The main appropriations for imports are $327.8 million 
for textile raw materials; $300.3 million for f,odstuffs; 
$129.2 million for machinery and metal products; $102.5 
million for iron and steel materials (except coal); $93.3 
million for petroleum; $49.3 million for nonferrous metals 
and ores; and $46.0 million for coal. These appropria- 
tions are much larger than those of the two previous 
budgets. (One exception is the appropriation for textile 
raw materials, which is a little smaller than the appropria- 
tion for the second half of the fiscal year 1955-56. ) 


For invisible payments, the principal appropriations 
are $144.3 million for transportation, $53.3 million for 
long-range capital transactions, and $26.9 million for pay- 
ments of profits from foreign investments. 


Because of the improvement in foreign currency hold- 
ings, imports will be expanded in order to prevent price 
increases and to satisfy greater demands for raw materials 
arising from increased production. The liberalization of 
imports (an increase in the number of items imported 
under the automatic approval system and in the allocation 
of foreign currency for such imports) is extended as 
much as possible, with consideration being given to com- 
petition with domestically produced goods and to the 
provisions of trade agreements with other countries. The 
rate of liberalization, as embodied in the new budget, 
will rise substantially from the 15 per cent quoted for the 
latter half of fiscal 1955-56 to 19 per cent, or to approxi- 
mately 25 per cent if imports of foodstuffs are excluded. 
Imports of luxuries are, on the whole, held at the level 
established by the budget for the second half of fiscal 
1955-56, allowing only those purchases that are obliga- 


tory under trade agreements. The discriminatory policy 


against dollar expenditures has been relaxed somewhat, 
and a liberalization of imports from the dollar area may 
he expected. Purchases from the sterling area will be 


continued under the U.K.-Japanese payments agreement. 


Sources: Asahi Shimbun, March 31, 1956, and Bank of 
Tokyo, Weekly Review of Economic Affairs in 


Japan, April 7, 1956, Tokyo, Japan. 
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Indonesian Export Premiums on Fibers 


Under the authorization of the Indonesian Monetary 
Board, Indonesia has raised the export premium on kapok 
from 10 per cent ad valorem to 15 per cent, effective 
March 10, 1956, and that on all other types of fibers from 
10 per cent to 25 per cent, effective March 1, 1956. These 
premiums were introduced on October 24, 1955, in order 
to assist weak export products (see this News Survey, 


Vol. VIII, p. 185). 


Source: Department of Commerce, Foreign Commerce 
Weekly, Washington, D. C., April 9, 1956. 


Philippine Barter Arrangement 

The Philippine Sugar Institute has arranged with a 
private Portuguese firm to exchange 20,000 tons of 
Philippine sugar for Portuguese rice on a ton-for-ton 
basis. The Philippines will export this sugar under a 
special quota granted to it by the International Sugar 
Council; the quota was to be utilized before the end of 
March. Each party is to pay the freight and other han- 
dling charges of the commodity it receives. 


Source: Philippine Association, Philippine Newsletter, 
New York, N. Y., March 29, 1956. 


United States 
Interest Rate Increases in the United States 


On April 12, the rediscount rate was raised by 11 of 
the 12 regional Federal Reserve Banks to the highest level 
since May 1933. The rates of the Minneapolis and San 
Francisco Banks were raised from 2'2 per cent to 3 per 
cent, and those of the other 9 Banks from 24% to 234 
per cent. The Chicago Bank is expected to announce an 
increase shortly. By April 16, major banks throughout the 
country had raised their prime interest rate (the rate 
charged to borrowers with the best credit ratings) from 
34% per cent to 354 per cent. In approving the rate in- 
creases, the Board of Governors of the Federal Reserve 
System indicated its concern over inflationary pressures. 
Substantial increases in outlays for business plant and 
equipment recently have tended to overload the capital 
market, and there are indications of speculative inventory 
accumulation based upon fears of a wage-price spiral. 
The economy is operating close to capacity, and further 
large increases in bank lending can only lead to higher 
prices. The increase in bank lending was especially sharp 
in March, with commercial, industrial, and agricultural 
loans of Federal Reserve member banks in leading cities 
expanding by $1.3 billion, compared with an increase of 
about $200 million in March 1955, a month also charac- 
terized by a high level of business activity. Although 
there was some increase in Federal Reserve credit in 
the form of government security purchases and float 
(checks in process of collection), net borrowings by all 
member banks rose from $300 million at the end of 


February to $450 million at the beginning of April. The 
tighter reserve position was reflected in a rise in the yield 
on 90-day Treasury bills from about 2.40 per cent at 
the end of February to 2.50 per cent on the bids accepted 
April 9 and to 2.77 per cent a week later. 


Sources: The Journal of Commerce and The Wall Street 
Journal, New York, N. Y., April 13 and 16, 
1956; Board of Governors of the Federal Re- 
serve System, Federal Reserve Bulletin and re- 
leases, Washington, D. C., various dates. 


U.S. Triangular Aid Proposals 


The United States has proposed to Burma an agree- 
ment under which the United States would exchange the 
services of technicians for about 10,000 tons of Burmese 
rice, which would then be exported as U.S. aid to help 
avert a severe food shortage in East Pakistan. Settlement 
of the exchange of technical services for rice would entail 
a corresponding exchange of U.S. and Burmese curren- 
cies. This arrangement, if approved, would differ from 
other triangular arrangements involving U.S. aid since 
it would not provide for the export of U.S. agricultural 
products. 


Another triangular proposal, which would have involved 
the sale of U.S. farm products for Japanese currency 
with the latter then being loaned to Southeast Asian and 
Middle Eastern countries wishing to buy Japanese goods, 
has been declined by the Japanese Government. According 
to the Japanese Ministry of Trade, the reasons for its 
decision were insufficient time to complete the details 
before the end of the U.S. fiscal year in June, opposition 
to the U.S. condition that half of the U.S. farm products 
should move in U.S. ships, and fear that the deposit of 
Japanese currency before arrival of the farm products 


might cause pressure on the Japanese money market. 


Sources: Department of State, Bulletin, Washington, D.C., 
April 2, 1956; The Journal of Commerce, New 
York, N. Y., April 12, 1956. 
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